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A  NOTE  ON  METHODOLOGY  AND  SOURCES 


Part  I  of  this  report  distills  and  synthesizes  information  from  three 
main  sources: 

1.  Existing  studies; 

2.  MAPC's  extensive  database  on  demographics,  employment, 
transportation,  and  housing;  and 

3.  Interviews  with  practitioners  in  the  field. 


Notes  identifying  sources  of  specific  information  appear  at  the  end  of 
Part  I. 


PART  I 


HOUSING  AND  YOUR  COMPANY'S  ECONOMIC  HEALTH 

"There  is  no  question  that  our  employee  housing  program  benefits  our 
business.    It  costs  us  $2,600  to  recruit  and  train  a  new  employee 
compared  to  only  $1,200  a  year  for  a  $6,000  mortgage  loan  forgivable 
over  5  years.    And  there  has  been  no  turnover  among  program 
participants  compared  to  a  50%  turnover  rate  overall." 

Frank  Gailor,  President,  First  Federal  Savings  &  Loan,  Raleigh,  NC. 

Both  in  boom  times  and  in  times  of  economic  slowdown,  high  housing 
costs  add  to  economic  pressures,  affecting  both  the  region's  economic 
welfare  and  individual  corporate  health.    In  spite  of  wages  that  are  quite 
high  by  national  standards,  the  Boston  metropolitan  area^  has  in  recent 
years  witnessed  an  unprecedented  rise  in  the  "affordabil i ty  gap,"  the 
difference  between  housing  prices,  on  the  one  hand,  and  wages  or  income  on 
the  other. 

Back  in  1970,  the  median  income  household  could  buy  the  median  priced 
Boston-area  home  with  about  two  years'  income.    By  1980,  it  took  two  and  a 
half  years'  income;  housing  prices  were  2.5  times  the  median  income,  the 
rule  of  thumb  often  used  by  realtors  and  others  to  estimate  what  a  family 
can  reasonably  afford.    But  by  1986,  it  took  almost  five  years'  income  to 
buy  the  median  priced  home,  far  exceeding  the  typical  family  budget  and 
the  typical  bank's  debt-to-equity  ratio  (see  Figure  1). 
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The  Boston-area  affordabil ity  gap  is  among  the  highest  in  the 

country.    According  to  a  Harvard  Business  Review  article,  Boston  recently 

had  the  highest  gap  of  any  major  metropolitan  area.    Housing  prices  in 

1987  exceeded  wages  by  7.7  to  1  in  the  Boston  area  compared  to  7.5  to  1  in 

the  next  highest  region  (Anaheim,  California)  and  4.2  to  1  as  a  national 

2 

average  (see  Figure  2) . 

Where  business  is  competing  for  a  qualified  and  diverse  workforce, 
this  disproportionate  gap  typically  causes  severe  employee  recruitment  and 
retention  problems.    A  recent  study,  which  surveyed  49  area  firms, 
concluded  precisely  that:    many  Boston-area  employers  are  facing  serious 
difficulties  in  recruiting  and  retaining  employees  in  many  sectors  of  the 
labor  market  and  are  attributing  much  of  the  problem  to  high  housing 
costs. ^ 

These  costs,  the  study  states,  are  driving  up  wages  and  exacerbating 
labor  shortages.    The  Boston  area's  high  cost  housing  was  named  as  one  of 
the  top  three  most  important  factors  affecting  employers'  ability  to 
recruit  a  qualified  workforce.    The  study  prophetically  warned  that 
Boston's  economic  growth  could  slow  dramatically  if  measures  are  not  taken 
to  expand  and  protect  affordable  housing. 

Has  the  picture  changed  since  the  boom  times?    Not  much.  While 
appreciation  is  nowhere  near  what  it  was  in  the  mid-1980' s,  it  is  still 
rising  overall,  if  only  minimally.    The  Boston  area  median  priced  home  in 
1989  sold  for  $181,900,  up  slightly  from  1988's  $181,200.^  This 
slowdown  may  help  boost  a  few  potential  homebuyers  into  their  first  home, 
but  it  is  not  enough  to  help  most  people,  and  it  certainly  is  not  enough 
to  help  those  at  the  low  end. 
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FIGURE  2 
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Boston 

S177.2 

S23,148 

7.7 

$59,449 

Anaheim 

166  9 

22,231 

75 

55,994 

Hartford 

157.4 

23,299 

6.8 

52,807 

New  York 

183.5 

27,300 

6.7 

61,563 

Providence 

121.4 

18,283 

6.6 

40,729 

San  Francisco 

171.4 

26,031 

6.6 

57,504 

San  Diego 

128.8 

20,490 

6.3 

43,212 

Los  Angeles 

139.5 

23,888 

5.8 

46,801 

West  Palm  Beach 

102.6 

19,924 

5.1 

34,422 

Washmgton,  D  C. 

114.2 

24,475 

4.7 

38,313 

Albuquerque 

82.6 

18,808 

4.4 

27,712 

Albany 

86.4 

20,286 

4.3 

28,987 

Orlando 

76.2 

18,480 

4.1 

25,565 

Las  Vegas 

77.0 

18,935 

4.1 

25,833 

Phoenix 

80.9 

20,067 

4.0 

27,141 

Miami 

81.1 

20,292 

4.0 

27,209 

Baltimore 

81.1 

20,425 

40 

27,209 

Denver 

88.9 

22,527 

3.9 

29,825 

Nashville 

75.5 

19,149 

3.9 

25,330 

Memphis 

75.0 

19,284 

3.9 

25,162 

Chicago 

90.8 

23,520 

3.9 

30,463 

San  Antomo 

70.2 

18,304 

3.8 

23,552 

Dallas 

89.2 

23,357 

3.8 

29,926 

Salt  Lake  City 

69.4 

18,618 

3.7 

23,283 

Philadelphia 

81.5 

21,967 

3.7 

27,343 

El  Paso 

59.2 

16,154 

3.7 

19,861 

Birmmgham 

71.6 

19,659 

3.6 

24,021 

Tampa 

63.8 

17,559 

3.6 

21,404 

Minneapolis 

80.5 

22,203 

3.6 

27,007 

Baton  Rouge 

67.8 

19,010 

3.6 

22,746 

Jacksonville 

65.1 

18,690 

3.5 

21,841 

St.  Louis 

74.3 

21,660 

3  4 

24,927 

Milwaukee 

70.5 

20,808 

3.4 

23,652 

Columbus 

68.7 

20,287 

3.4 

23,048 

Kansas  City 

69.8 

20,723 

3.4 

23,417 

Rochester 

72.5 

22,725 

3.2 

24,323 

Oklahoma  City 

62.3 

19,638 

3.2 

20,901 

Portland 

64.2 

20,275 

3.2 

21,539 

(jmana 

37. u 

1 0,000 

19  794 

Cincinnati 

66.1 

20,948 

3.2 

22,176 

Tulsa 

65.7 

20,848 

3.2 

22,042 

Cleveland 

68.1 

21,887 

3.1 

22,847 

Indianapolis 

62.5 

20,778 

3.0 

20,968 

Buffalo 

56.7 

19,488 

2.9 

19,022 

Des  Moines 

55.6 

19,345 

2.9 

18,653 

Houston 

65.9 

23,773 

2.8 

22,109 

Louisville 

51.7 

19,166 

2.7 

17,345 

Toledo 

56.3 

21,218 

2.7 

18,888 

Detroit 

65.6 

25,625 

2.6 

22,008 

United  States 

85.6 

20,615 

4.2 

28,718 

•Wages  for  1987  are  1986  wages  adiusted  using  the  Bureau  of  Labor  Statistics  Employment  Cost 
Index.  Chicago  and  Denver  1987  wages  are  adiusted  1985  wages. 

^Assumptions:  the  household  is  spending  30%  of  us  income  on  a  30-yeai  mortgage  for  90% 
the  value  of  the  home  (10%  down  payment)  at  a  9  39%  interest  rate  (average  for  June  1987) 
and  1%  property  tax  on  sale  value  of  the  home. 

Sources:  National  Association  of  Realtors;  U  S.  Department  of  Labor,  Bureau  of  Labor  Sunstka. 
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"When  we  recruit  nationally,"  says  Jack  Silverio,  Human  Resources 
Director  for  Honeywell  Bull,  "people  gasp  when  they  hear  Boston-area 
housing  costs.    Either  they  won't  take  the  job,  or  we  have  to  offer  them 
more.    Right  now      May  1990       we're  not  recruiting  as  much  as  we  were 
before,  but  the  gasp  is  the  same." 

John  Gould,  President  of  the  Associated  Industries  of  Massachusetts 
(AIM),  concurs.    "The  key  to  recruiting,"  he  maintains,  "continues  to  be 
affordable  housing."    The  problem  is  especially  acute  in  the  Boston  area 
because  of  the  region's  mix  of  jobs.    "I  hear  constantly  about  the 
problems  of  multi-plant  companies  trying  to  transfer  people  to  this  area 
from  other  parts  of  the  country.    With  a  $50,000-$60,000  disparity  in 
housing  prices,  people  just  won't  come  here." 

High  housing  costs  affect  corporate  recruitment  in  many  different 

segments  of  the  labor  market,  all  of  them  crucial  to  the  region's  economic 

well-being  and  diversity.    A  study  of  employee  housing  needs  in  the 

Longwood  Medical  Area  (LMA),  for  example,  found  agreement  among  many 

hospital  and  university  administrators  that  "the  high  cost  of  housing  in 

general  and  the  lack  of  affordable  housing  in  particular  constitute 

obstacles  that  affect  the  ability  of  LMA  employers  to  recruit  and  retain 
5 

workers." 

Important  resources  are  threatened  when  Boston-area  college  faculty, 
with  average  salaries  of  $38,850,  face  an  affordabil ity  gap  of  $85,675.^ 

Such  institutional  employers  --  medical,  educational,  government,  and 
others  --  cannot  choose  to  relocate  and  thus  are  especially  vulnerable  to 
conditions  affecting  recruitment.    Local  governments  face  a  special 
problem,  with  municipal  workers  increasingly  unable  to  live  in  the 


communities  where  they  work.    Figure  3  demonstrates  the  problem  faced  by 
government  workers  in  a  sample  of  Boston-»area  communities. 

In  a  study  conducted  on  Cape  Cod,  where  retail  and  service  workers 
make  up  more  than  half  of  the  workforce,  over  75%  of  the  employers 
surveyed  felt  that  the  "lack  of  affordable  housing  was  hampering  their 
businesses  now  or  would  do  so  in  the  near  future."  ^ 

Higher  up  the  income  ladder,  AIM's  John  Gould  finds  that  the  lack  of 
affordable  housing  makes  it  difficult  to  recruit  even  those  up  to  the 
$70 ,000'120 ,000  range  "  middle  managers,  recent  business  school 
graduates,  technicians,  and  information  processing  specialists. 

The  cost  of  doing  business  in  such  an  environment  may  be 
extraordinarily  high  "  and  much  of  it  may  be  hidden.    Recruitment  and 
relocation  costs  are  skyrocketing:    one  source  estimates  relocation  to  be 

o 

a  $20  billion  industry  nationwide.     According  to  Joyce  Friedgen, 
President  of  the  Relocation  Center  of  New  England,  it  costs  an  average  of 
$40,000  to  relocate  a  family,  and  it  may  cost  $60,000  to  $100,000  to  give 
"red  carpet  treatment"  to  top  executives. 

The  Cape  Cod  study  found  that  businesses  are  paying  higher  wages  to 
attract  and  retain  workers.    Honeywell  Bull  finds  itself  forced  to  offer 
more  to  out^of'State  workers,  whether  it  is  in  the  form  of  higher  base 
pay,  bonuses,  or  other  incentives.    Boston's  former  superintendent  of 
schools  Laval  Wilson  asked  for  an  $18,000  a  year  housing  allowance  to  make 
his  home  purchasing  power  equal  to  what  it  might  have  been  elsewhere. 

Other  costs  may  be  less  apparent  "  the  costs  of  training  and 
retraining,  lost  productivity,  loss  of  competitiveness  in  an  international 
marketplace,  and  reduced  worker  standards  and  competence.    The  economy  in 


CO 

LU 
GC 

O 


LU 

< 

CO 


Q  < 

ceo 

O 

u. 

< 


o 

UJ 

o 

UJ 


UJ 

o 
o 


o 

UJ 

o 
o 


00 

o>  z 
< 

5 

UJ 


UJ  UJ 

OS 

XQ. 


CO 
UJ 

< 

CO 


CO 


O 
O 

< 

o 
o 


UJ 

i 


>- 


2 

O 

o 


CO  00  CM  to  CO 

lO  (O  O)  ^  <o  o 

^<0  CO  00  O)  ^  CNJ 

CO"  CO"  nT  00  O) 
CM  CO  U>  ^  00  00 


o  o  o  o  o  o  o 

O  O  O  O  O  00  o 

o  o  o  U5  o  o 
o"  o"  oo"  u>  co' 

CM  lO  CM  0>  CO  m  CM 
'It  CM  CM  ^  1-  T-  r- 


iO  U)  O  lO  ^  00 
U)  U>  00  O  O  O)  U) 

^«  ®.  ®. 

cm'  cm"  00  O)  O'  00* 
CM  CM  CM  CM  ^  CM  CM 


< 

UJ 

o  ^ 

H  flO 
CO  QC 

^1 


UJ 

o 
9 

QC 
GQ 

< 

o 


ujcoOo 
a:<0Qx 


o 
z 
< 

o 

i 

UJ 

< 

o 

cc 

o 
^  < 

Q  :j-uj 

UJ 

5  ooO 
n  -O 

8|i 

UJ  * 

COCOk 

UJ  UJ  7 

Oco$ 
CO  <  a 


general  and  specific  businesses  in  particular  may  suffer  from  the  lower 
level  of  discretionary  income  resulting  from  high  housing  costs:  while 
two  Boston-'area  wage-learners  together  cannot  afford  the  median^^pr iced 
home,  two  wage-»earners  nationally  can  afford  the  median-^priced  home  and 
still  have  $12,500  a  year  to  buy  other  goods  and  services.^ 

But  these  adverse  impacts  could  be  reversed.    Companies  could  view 
proactive  housing  support  activities  not  only  as  an  asset  in  their  firm's 
public  image  portfolio,  but  as  a  bottom  line  issue  as  well.    And  some 
companies  are  doing  just  that. 

Some  corporations  have  become  active  in  housing  support,  either 
directly  for  their  own  employees  or  more  generally  to  provide  more 
affordable  and  diverse  housing  near  their  worksites.    Some  of  these 
programs  provide  support  on  the  "demand"  side,  writing  down  the  cost  of 
housing  through  group  mortgage  insurance  plans,  interest  write-downs,  or 
closing  cost  assistance.    Others  affect  the  "supply"  side  by  building 
housing  or  contributing  to  non^profits  which  actually  do  the  development. 
Still  others  may  use  their  access  to  the  political  process  to  support 
housing  activities  at  the  federal,  state,  or  local  level. 

To  these  firms,  housing  support  programs  are  more  than  a  "corrective" 
to  a  problem.    They  are  also  viewed  as  an  attractive  benefit  to  employees, 
contributing  to  reduced  turnover  and  increased  worker  loyalty.  Often, 
programs  are  designed  to  stabilize  deteriorating  areas  near  company 
facilities,  improving  business  by  improving  neighborhoods.    At  the  same 
time,  corporate  directors  view  these  initiatives  as  a  feather  in  the  cap 
of  their  public  or  corporate  image,  enhancing  their  reputations  as  quality 
employers  and  their  standing  in  the  communities  they  call  home. 
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This  report  will  look  at  corporate  involvement  in  housing.    Part  I 
discusses  the  future  of  labor  supply  as  it  affects  corporate  recruitment, 
the  relationship  of  jobs  and  housing,  and  the  experiences  of  some 
companies  in  initiating  housing  assistance  programs.    Part  II,  available 
under  separate  cover,  will  outline  the  types  of  programs  corporations 
might  consider  and  will  describe  in  detail  several  of  the  most  promising 
options. 

Housing  and  the  Region's  Economy 

Where  Have  Our  Workers  Come  From? 

During  the  recent  boom  in  the  Massachusetts  economy,  the  region's 
population  remained  unchanged  while  the  number  of  jobs  grew  rapidly.  Why 
hasn't  the  labor  shortage  been  more  severe?    Where  have  the  new  workers 
come  from?    And  will  these  sources  continue  to  provide  more  workers  for 
the  new  jobs  of  the  future? 

Labor  "supply,"  of  course,  is  not  a  monolith,  but  a  composite  of 
people  with  diversified  skills  and  abilities.    In  other  words,  we  don't 
just  need  bodies;  we  need  the  right  people  with  the  right  qualifications 
to  perform  a  variety  of  tasks. 

There  are  four  basic  reasons  why  there  has  not  been  a  more  severe 
labor  shortage.    First,  the  region  had  high  unemployment      6.7%  in 
1982^^  "  and  thus  a  large  available  labor  force,  when  the  boom  began. 

Second,  the  baby  boomers  have  provided  a  large  pool  of  people  in  the 
job  entry  and  early  phases  of  career  development:  the  last  of  the  baby 
boom  generation  entered  the  workforce  in  the  1980' s,  with  large  numbers 
having  entered  ahead  of  them  in  the  decade  before. 
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Third,  large  numbers  of  women,  many  of  them  mothers  of  pre-schoolers, 
have  entered  the  workforce  for  the  first  time;  between  1980  and  1986, 
women  accounted  for  43%  of  the  region's  new  labor  force. 

And  fourth,  more  workers  have  been  commuting  to  their  jobs  from  homes 
outside  the  region,  a  trend  spurred  on  by  the  growth  of  jobs  along 
Interstate  495  and  by  the  very  high  wages  offered  here.    Between  1972  and 
1986,  the  number  of  people  commuting  into  the  region  to  work  increased  by 
82%. 

Where  Will  We  Get  Future  New  Workers? 

Between  1986  and  2000,  the  region's  jobs  are  expected  to  grow  by  17%, 

12 

while  its  population  will  increase  by  only  2%    :    five  new  jobs  will  be 
created  for  every  new  person. 

Can  we  expect  to  fill  these  jobs  with  the  same  sources  that  fueled  the 
boom?    If  not,  what  are  our  options? 


The  Shrinking  of  the  Labor  Pool 

The  fact  is  that  the  luxury  of  this  vast  reservoir  of  new  workers  may 

be  behind  us.    In  spite  of  the  current  slowdown  in  the  economy,  the 

region's  unemployment  rate  is  relatively  low  -»-'  3.4%  for  1989  "  compared 

to  the  national  average  of  5.3%.^"^    Future  unemployment  is  expected  to 
14 

remain  low. 

The  last  of  the  baby  boomers  has  already  entered  the  workforce.  The 
fast  approaching  decade  of  the  1990's  will  see  a  decline  in  those  in  the 
15''24  year-'old  age  group,  and  a  much  more  substantial  decline  in  those 
25'34,  prime  ages  for  entry  into  the  labor  market  (see  Figure  4).  In 
total,  we  can  anticipate  a  30%  decline  in  the  total  number  of  people  in 
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FIGURE  4 

CHANGING  WORKING  AGE  POPULATION 

(1970  -  2000) 
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these  age  groups  between  1980  and  2000;  there  will  be  317,000  fewer 
potential  entrylevel  workers  in  the  region  in  the  year  2000.^^ 

The  aging  of  the  baby  boomers  is  the  aging  of  the  workforce. 

Thus  there  will  be  a  much  smaljer  pool  of  new  workers  in  the  early 
working  years,  including  a  much  smaller  pool  of  young  mothers.  While 
there  may  be  more  potential  workers  among  older  women,  female  labor  force 
participation  in  the  region  is  already  higher  than  the  national  average  " 
60%  here  compared  with  55%  nationally.    Hence  it  cannot  continue  to 
provide  the  reserve  it  has  in  the  past. 

There  may  also  be  a  shrinking  of  the  existing  worker  pool  as  some 
older,  more  established  workers  cash  in  on  the  appreciated  values  of  their 
homes  and  move  to  areas  where  housing  costs  are  substantially  lower. 

Prospects  for  In->commuters 

Thus  there  is  very  little  slack  in  the  existing  population  to  supply 
the  labor  we  need  for  a  healthy  and  growing  economy.    Given  this  fact, 
employers  must  look  increasingly  to  two  sources  of  new  workers:  those  who 
live  outside  the  region  and  commute  to  jobs  here  "  "in^commuters"  "  and 
those  who  actually  move  to  the  region  "in^migrants." 

Most  sources  predict  that  the  number  of  in^commuters  will  grow 
substantially.    MAPC  anticipates  that  in-^commuters ,  who  now  constitute  17% 
of  the  region's  workforce,  will  account  for  38%  in  the  year  2010,  an 
addition  of  127,000  workers. 

At  the  same  time,  however,  traffic  volumes  on  the  region's  major 
highways  have  increased  dramatically  in  recent  years:  volumes  in  many 
suburban  highway  locations  have  been  increasing  at  about  four  to  five 
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percent  per  year  on  average,  significantly  higher  than  the  two  to  three 
percent  increases  exhibited  on  highways  in  the  urban  core.^''    Given  this 
added  traffic,  can  the  region's  highways  accommodate  127,000  more 
commuters  daily?    Will  the  region  have  the  will  or  the  wherewithal  to 
expand  its  highways  to  meet  the  need?    And  will  people  be  willing  to 
commute  if  they  face  gridlock  even  on  Interstate  495? 

In  addition  to  these  questions,  there  may  be  other  reasons  to  be  wary 
of  predictions  of  substantially  increased  in^commuting.    First,  aside  from 
welNpaid  executives  and  professionals,  workers  from  outside  the  region 
may  be  more  likely  to  take  jobs  along  I-»495  than  in  the  urban  core;  hence, 
in-^commuting  may  be  a  more  promising  solution  for  jobs  along  I'495  than 
for  city  jobs. 

Second,  in-»commuting  is  likely  to  appeal  only  to  certain  types  of 
workers.    Willingness  to  commute  long  distances  is  usually  tied  to  salary 
levels;  high-level  professionals  are  much  more  likely  to  travel  far  than 
are  lower-^wage  workers  (see  Figure  5).    The  Human  Resources  Director  of 
Honeywell  Bull  neatly  summarized  this  "elasticity"  of  mobility:  factory 
workers  and  other  low-paid  individuals,  he  claims,  are  least  likely  to 
accept  jobs  with  long  commutes;  mid'level  workers  will  view  commuting  time 
as  a  factor,  but  "not  a  debilitating  one";  and  top  executives  will  view 
its  impact  as  "minute."    Hence,  in^commuting  may  be  a  potential  source  of 
high-^level  labor  but  may  not  provide  enough  service  workers,  secretaries 
and  clerical  personnel,  and  other  semi-skilled  and  unskilled  laborers. 

Third,  long  commutes,  especially  in  families  with  two  wage  earners  and 
with  children  in  need  of  day  care,  can  add  more  stress  to  busy  lifestyles 
than  workers  are  willing  to  endure.    According  to  National  Association  of 
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Realtors'  President  Norman  Flynn,  communities  in  northern  New  England  are 

increasingly  popular  choices  for  relocation  for  families  seeking  a  slower 
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lifestyle  without  sacrificing  job  opportunities. 

Fourth,  in^'commuters  may  be  less  reliable  as  long-»term  employees, 
constantly  faced  with  the  temptation  to  work  closer  to  home  if  traffic 
congestion  worsens,  energy  prices  rise,  or  a  nearby  opportunity  opens  up. 
According  to  the  Honeywell  Bull  spokesman,  people  will  drive  long 
distances  in  times  of  a  tight  economy,  but  in  normal  times,  "people  look 
for  the  shortest  drive,"  preferring  to  reserve  time  "for  home  and 
family." 

Wages  in  the  Boston  area  already  exceed  other  metropolitan  areas  in 

the  state  by  23%,  and  this  wage  differential  has  been  widening  in  recent 
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years.       With  competition  from  surrounding  regions  "  southern  New 
Hampshire,  Worcester,  Lowell,  and  others  "  companies  in  the  Boston 
metropolitan  region  will  have  to  keep  wages  high  to  continue  to  attract 
and  hold  in-^commuters. 

In^commuting,  therefore,  cannot  be  counted  on  as  a  panacea  to  provide 
the  lion's  share  of  the  region's  future  labor  pool.  Given  the  numbers  of 
new  workers  needed,  in-^commuting  must  be  seen  as  a  risky  resource  at  best, 
likely  to  provide  only  certain  types  of  workers,  in  only  certain  parts  of 
the  region,  only  if  roadways  are  passable  and  fuel  costs  reasonable,  only 
if  workers  choose  to  travel,  and  only  if  wages  remain  high. 

The  Need  to  Attract  In^migrants 

With  limitations  on  the  supply  of  baby  boomers,  women,  and 
in-fcommuters  to  solve  our  labor  problems,  it  is  imperative  that  we 
increase  our  efforts  to  court  new  in-^migrants.    Equally  important  is  the 
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need  to  attract  certain  types  of  inr^migrants       lower  wage  workers,  who 
are  least  likely  to  commute,  and  entrylevel  workers  with  many  years  of 
service  ahead  of  them.    As  we  will  see  later  in  this  report,  these  are  the 
types  of  workers  least  able  to  afford  housing  in  the  greater  Boston  area. 

What  has  our  track  record  been  in  attracting  new  workers?    For  years, 
the  Boston  metropolitan  region  has  witnessed  a  net  out^migration ,  with 
more  people  leaving  the  region  than  moving  here  (see  Figure  6).  Reducing 
population  loss  is  a  two-part  process;  it  requires  both  retaining  existing 
residents  and  attracting  new  ones. 

In  the  decade  1970'1980,  the  only  age  group  with  net  in-^migration  was 
college  entrants  (ages  15^24),  while  the  group  with  the  highest  net 
out'migration  was  the  workforce  entry  group,  ages  25'34  (see  Figure  7). 
Yet  this  post'College  age  group  is  precisely  the  group  we  must  attract  and 
retain  to  rejuvenate  the  workforce  and  prevent  a  "brain  drain." 

How  can  we  lure  and  keep  these  people  when  they  need  an  income  of  over 
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$75,000     to  buy  the  median^priced  house?    When  a  typical  salary,  in 
another  city,  will  buy  twice  the  house  at  half  the  price?   When  two 
wage-»earners  together  cannot  afford  the  median^priced  home  here? 

The  truth  is  that  the  region  doesn't  have  the  appropriate  housing  to 
meet  its  current  and  future  labor  force  needs,  nor  is  it  building  the 
housing  to  do  so.    Our  housing  is  out  of  kilter  with  current  and  future 
labor  force  needs  in  four  key  ways:  quantity,  cost,  location,  and  type. 

Is  there  a  Job/Housing  Mismatch? 
Quantity 

During  the  boom  years,  housing  construction  outstripped  job  growth  on 
a  national  level.    But  in  the  Boston  area,  just  the  reverse  was  true:  more 
new  jobs  were  created  than  new  housing  built. 
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Between  1980  and  1986,  jobs  in  the  Boston  area  increased  by  12%  while 
the  housing  stock  grew  by  only  5%.    Nationwide,  on  the  other  hand,  jobs 
increased  by  8%  while  housing  units  increased  by  12%.         Boston's  ratio 
of  jobs  to  housing  units  exceeded  the  national  average  when  the  decade 
began  and  exceeds  it  by  even  more  today  (see  Figure  8). 

But  like  labor  supply,  housing  is  not  a  monolith.    It  is  a  diversified 
mix  appropriate  to  the  varied  needs  of  the  region's  residents.    Just  as  we 
must  maintain  a  variety  of  jobs  to  prevent  overreliance  on  any  one 
economic  sector,  so  we  must  have  a  variety  of  housing  to  meet  workforce 
needs.    The  question,  then,  is  not  only  whether  we  have  built  enough 
housing,  but  also  whether  that  housing  is  affordable  to  the  people  we 
need,  located  where  they  want  to  live,  and  of  the  right  type  to  meet  their 
household  needs. 

As  we  will  see,  there  is  a  growing  mismatch  in  all  three  of  these 
related  dimensions. 

Cost 

There  is  a  growing  imbalance  first  between  the  wage  levels  of  new  jobs 
and  the  cost  of  housing  being  built.    In  recent  years,  jobs  in  the 
low'paying  employment  sectors  have  grown  at  a  far  faster  rate  than  those 
in  higher-spaying  sectors.    Services  and  retail,  the  lower^paying  sectors, 
have  generated  almost  twice  as  many  new  jobs  since  1980  as  the  high^paying 
sectors  (i.e.,  all  other  sectors). 

At  the  same  time,  the  housing  stock  has  become  increasingly  skewed 
toward  higher  income  buyers  and  renters.    New  housing  has  been 
predominantly  built  for  the  trade^up  single  family  and  upscale  condominium 
markets.    Demolitions  have  declined  to  a  trickle  as  deteriorated  housing 
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has  been  refurbished  for  an  upscale  clientele  and  older,  urban 

neighborhoods  have  been  "gentrif ied. " 

Rental  units  have  been  converted  to  condominiums,  generally  affordable 

to  higher  income  households.  One  study  in  the  City  of  Boston  found  that 

converted  condominiums  were  much  less  affordable  than  the  rentals  from 

which  they  were  converted;  only  17%  of  Boston  tenants  could  afford  to  buy 
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converted  umts  as  condominiums.     Of  the    58,000  condominiums  created 
in  the  Boston  region  between  1980  and  1986,  72%  were  converted  from  rental 
housing.    While  the  region's  overall  housing  stock  grew  by  5%  between  1980 

and  1986,  renter-^occupied  housing  actually  declined  by  2%,  with  a 

23 

regionr»wide  loss  of  8,400  rental  units. 

Thus,  while  new  jobs  have  increased  at  lower  wage  levels,  new  housing 

"  and  even  existing  housing  "  has  been  increasingly  geared  toward  higher 

income  levels.    Of  all  properties  sold  in  the  region  in  1988,  fewer  than 

39%  sold  for  less  than  $150,000;  as  recently  as  1984,  60%  of  all 
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properties  sold  for  less  than  $100,000.        Figure  9  compares  the 
increase  in  lowpaying  jobs  and  the  decrease  in  relatively  affordable 
property. 

Location 

There  is  a  growing  mismatch  between  the  location  of  new  jobs  and  the 
location  of  new  housing.    In  recent  years,  much  new  job  development  has 
taken  place  along  the  periphery  of  the  region,  avoiding  downtown  traffic 
problems  and  taking  advantage  of  the  relatively  uncongested  I'495. 

Yet  new  housing  in  these  areas  has  not  kept  pace.    In  many 
communities,  new  jobs  have  outnumbered  new  housing  units  by  a  ratio  of  5:1 
or  more  (see  Figure  10).    Most  of  the  housing  within  easy  commuting 
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distances  of  these  jobs  is  single  family,  geared  toward  higher^^ income 
workers. 

Corporations  located  in  these  areas  may  find  an  increasingly 
inadequate  supply  of  lower-^wage  workers  nearby  as  scarce  land  is  used  up 
by  large^lot,  high^^priced  housing  and  as  the  labor  market  tightens. 
Anticipated  non^^residential  development  along  I'495  is  expected  to  be  more 
diverse  than  elsewhere  in  the  region,  with  over  one-»third  of  the  region's 
new  industrial  space  and  one^half  of  its  new  distribution  space.    Thus  the 
need  for  a  mix  of  workers  will  oe  intense  here.    Yet  lower-^wage  workers 
cannot  afford  upscale  single»family  homes,  and  there  is  very  little 
lowend  housing  in  these  suburban  locations. 

The  growing  mismatch  between  job  location  and  housing  location  is 
likely  to  lead  to  longer  commutes,  increased  traffic  congestion,  more 
energy  consumption,  and  more  pollution.    Since  lower^wage  workers  are  less 
likely  to  commute  long  distances,  the  growing  imbalance  is  likely  to 
exacerbate  labor  shortages  at  the  low  end. 

Much  of  our  housing  has  historically  been  built  with  the  twcparent, 
single  wage'»earner,  automobile-^dependent  1950's  family  in  mind.  "Father 
Knows  Best"  and  "Leave  it  to  Beaver"  continue  to  inform  most  local  zoning 
as  it  pertains  to  housing  location  and  design. 

The  Cleavers,  however,  were  not  juggling  two  jobs,  two  cars,  and 
daycare.    Nor  does  the  model  fit  the  single  parent,  who  must  accomplish 
the  work  of  both  Ward  and  June  in  a  day  no  longer  than  that  of  the 
1950's.    Nor  does,  it  fit  the  older  widow,  who  may  need  much  less  house  and 
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much  more  convenience,  companionship,  and  sense  of  community. 

"Traditional"  households  "  married  couples  with  children      make  up 
less  than  25%  of  today's  households,  while  "non^tradi tional "  households 
are  growing  rapidly.    There  are  today  many  more  small  households,  many  of 
them  inhabited  by  single  people,  including  the  elderly,  living  alone;  by 
single  parent  families;  and  by  single  adults  living  with  non-»relatives. 
One  person  households  approach  30%  of  all  households,  and  the  median 
household  size  has  fallen  from  3.09  in  1970  to  2.58  in  1986,  a  17% 
decl ine. 

Business  needs  all  these  people,  especially  in  high  job  growth 
suburban  locations.    As  the  labor  pool  shrinks,  in  fact,  employers  will  be 
looking  increasingly  to  "non^traditional "  labor  sources.    But  people  with 
diverse  lifestyles  need  diverse  housing.    They  need  more  small  units,  a 
mix  of  rental  and  ownership,  and  more  housing  designed  with  community  and 
convenience  in  mind. 

Yet  there  is  precious  little  housing  diversity  in  the  suburbs.  Local 
zoning  and  other  restrictions  often  prohibit  mul ti'fami ly  and  clustered 
housing,  accessory  apartments,  or  other  alternatives  which  might  attract 
people  with  diverse  lifestyles  and,  at  the  same  time,  reduce  housing 
costs. 

Proposed  multi^family  developments,  mostly  condominiums,  are 

concentrated  in  urban  centers,  with  some  expansion  to  suburbs  along  Route 

128  and  to  a  few  communities  near  the  region's  periphery.    Single^fami ly 

housing  dominates  in  communities  near  I'495,  especially  those  with  high 
25 

job  growth. 

The  state  has  an  "anti^snob  zoning"  law  designed  to  promote  the  "fair 
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share"  distribution  of  housing  in  the  suburbs.  Nonetheless,  most  rental 
housing  and  most  subsidized  housing  are  near  the  urban  core  (see  Figures 
11  and  12) . 

This  mismatch  compounds  recruitment  problems  in  suburban  job 
locations,  making  it  more  difficult  to  attract  lower^income  workers. 


Housing  and  Your  Company's  Health 


How  Can  We  Solve  the  Problem? 

Clearly,  if  employers  are  to  attract  the  diversity  of  in^migrant 
workers  they  need,  there  must  be  a  greater  diversity  of  housing  types  and 
af fordabil ity  levels,  especially  on  the  outskirts  of  the  region  where  the 
job/housing  mismatch  is  growing  fastest.    Solutions  depend  on  a  variety  of 
public  and  private  actions,  including  the  commitment  of  state  and  federal 
dollars  and  the  willingness  of  communities  to  encourage  diverse  and 
affordable  housing  through  their  zoning  laws. 

But  many  companies  have  also  taken  an  active  role  in  housing  and  have 

found  the  results  to  be  highly  beneficial.    The  story  of  one  company's 

program  highlights  some  of  these  benefits: 

Frank  Gailor,  President  of  the  First  Federal  Savings  and  Loan  in 
Raleigh,  North  Carolina,  has  facts  and  figures  to  show  that  his  bank's 
employee  housing  program  actually  costs  the  bank  less  than  it  would 
spend  recruiting  and  training  new  employees. 

The  program  works  by  offering  employees  interest»free  loans  averaging 
$6,000  per  unit.    The  loans  are  forgivable  over  a  five-year  period  if 
the  employee  remains  with  the  bank.    This  amounts  to  a  cost  to  the 
bank  of  $1,200  per  year  for  five  years  and  nothing  beyond  that.  By 
comparison,  the  bank  spends  $2,600  to  recruit  and  train  each  new 
employee  in  an  industry  with  high  turnover.    According  to  Mr.  Gailor, 
there  has  been  no  turnover  among  the  dozen  or  so  employees  who  have 
bought  homes  through  the  two-^year-^old  program;  by  contrast,  the 
turnover  rate  among  bank  employees  in  general  runs  around  50%. 
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The  program  also  improves  customer  confidence  in  an  industry  where 
personal  service  by  familiar,  knowledgeable  personnel  is  critical. 
The  program  has  helped  the  bank  present  a  more  stable  picture  to  its 
customers  by  helping  to  retain  workers.    While  it  is  open  to 
entrylevel  tellers,  the  program  has  been  used  most  by  junior  managers 
and  team  leaders  who  are,  according  to  Mr.  Gailor,  "key  to  the  bank's 
success. " 

"There  is  no  question,"  Gailor  summarizes,  "that  the  program  has  been 
a  benefit  not  only  to  the  employees  but  to  the  bank  itself." 

While  corporate  involvement  in  housing  may  take  many  forms  (see  Part 
II  of  this  report),  the  example  above  shows  three  important  benefits. 
First,  employer-^assisted  housing  can  actually  save  businesses  money 
compared  to  the  costs  of  recruiting,  training  and  retraining,  and 
relocating  new  employees;  the  costs  of  productivity  lost  between  hires; 
and  the  costs  of  part-^time  or  temporary  personnel  used  to  fill  gaps  in 
hiring. 

Second,  employer^assisted  housing  programs  may  make  the  company  more 
attractive  to  current  and  future  workers.    In  the  First  Federal  example, 
the  program  is  helping  to  stabilize  the  workforce  in  an  industry  with  high 
turnover,  increasing  employee  loyalty  and  leading  to  a  more  experienced, 
and  therefore  more  valuable,  workforce. 

Similarly,  Colgate-^Palmol ive' s  mortgage  assistance  program,  according 
to  the  company's  Corporate  Relocation  Specialist  Terry  Portale,  began  as 
"a  morale  booster";  initiated  at  a  time  of  corporate  restructuring,  the 
program  was  designed  to  say  to  employees,  "Hey,  we  care." 

In  some  cases,  companysponsored  housing  initiatives  have  actually 
reversed  recruitment  problems.    The  University  of  California  at  Irvine 
began  its  housing  construction  program  at  a  time  when  it  faced  a  "major, 
major"  recruitment  problem,  according  to  one  spokesman.    That  problem  has 
since  been  reversed,  and  the  only  remaining  problem  is  that  of  residents 
wishing  to  remain  in  university  housing  once  they  leave  its  employ.  (This 
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is  not  prohibited  under  the  housing  rules). 

The  third  benefit  shown  by  the  First  Federal  example  is  that  of 
increased  customer  confidence.    Customers  become  more  secure  if  they  see 
the  same  familiar  face  and  can  rely  on  expertise  built  on  experience. 
This  can  be  especially  important  in  industries  with  a  high  level  of 
customer  interaction. 

Other  companies  note  other  benefits  from  their  programs.  Typical 
relocation  pacakges  offered  to  new  hires,  for  example,  can  create 
inequities  among  the  workforce,  according  to  several  spokespeople.  the 
Colgate-Palmolive  program  was  originally  offered  only  to  relocatees,  thus 
contributing  to  this  sense  of  inequity.    Later,  it  was  expanded  to 
existing  workers  to  promote  a  sense  of  "fairness." 

Corporate  housing  programs  may  improve  the  company's  image  in  its 
community.    Church  and  Dwight,  makers  of  Arm  &  Hammer  baking  soda,  provide 
loans  to  employees  to  move  into  Princeton,  New  Jersey,  the  high-priced 
suburb  where  the  firm  is  located.    One  stipulation  of  the  loan  agreement 
is  that  participants  must  become  active  in  the  local  community. 

Other  programs  are  designed  to  upgrade  deteriorated  neighborhoods 
around  company  plants.    The  Chicago  Walk  Home  Program  is  one  such 
example.    With  the  help  of  many  public  and  private  participants,  several 
companies,  including  Helene  Curtis,  have  set  up  a  revolving  loan  fund  for 
employees  who  want  to  buy  or  rehabilitate  homes  near  the  companies' 
plants.    The  program  not  only  benefits  the  workers  but  it  benefits  the 
companies  by  making  the  area  more  appealing. 

Neighborhood  upgrading  and  stability  were  likewise  among  the  goals  of 
the  University  of  Pennsylvania's  housing  program,  along  with  the  need  to 
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compete  nationwide  for  faculty.    The  program  eliminates  the  need  for  a 
downpayment  by  guaranteeing  mortgages  for  housing  in  specific 
neighborhoods  near  the  university.    (While  the  pros  and  cons  of  different 
program  models  will  be  discussed  Tn  Part  II,  companies  should  protect 
their  public  image  by  ensuring  that  programs  which  upgrade  neighborhoods 
do  so  while  protecting  existing  residents.) 

Summary 

This  report  has  shown  how  high  housing  costs  are  hurting  both  the  region's 
economy  as  a  whole  and  its  individual  businesses;  how  important  new 
residents       as  opposed  to  new  commuters  "  will  be  to  meeting  our  future 
workforce  needs;  and  how  our  existing  growth  patterns  are  contributing  to 
a  mismatch  of  jobs  and  housing  in  terms  of  quantity,  cost,  location,  and 
type.    It  goes  on  to  hint  at  what  companies  can  do      the  substance  of 
Part  II       by  showcasing  some  of  the  benefits  companies  themselves  have 
reaped  from  the  programs  they  have  initiated. 

The  interested  reader  is  encouraged  to  go  on  to  Part  II  for  some  good 
ideas  about  what  his  or  her  company  can  do  and  for  some  leads  on  how  to 
get  started. 
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NOTES 


Except  as  otherwise  noted,  the  Boston  metropolitan  area  refers  to 
the  101  Boston-area  communities  served  by  the  Metropolitan  Area  Planning 
Council  (MAPC).    These  communities  extend  from  Cape  Ann  in  the  north  to 
Duxbury  in  the  south  and  to  the  western  suburbs  along  1-495.    The  maps  in 
this  report  show  the  boundaries. 
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1988).    The  study  compares  housing  prices  with  wages,  the  employment 
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all  sources  of  all  household  members.    The  wage  approach  allows  for 
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afford  housing. 
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